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(5) If the settlement proposal is on 
the inventory basis, initial costs 
should normally be allocated on the 
basis of total end items called for by 
the contract immediately before termi-
nation; however, if the contract in-
cludes end items of a diverse nature, 
some other equitable basis may be 
used, such as machine or labor hours. 

(d) Loss of useful value. Loss of useful 
value of special tooling, and special 
machinery and equipment is generally 
allowable, provided— 

(1) The special tooling, or special ma-
chinery and equipment is not reason-
ably capable of use in the other work of 
the contractor; 

(2) The Government’s interest is pro-
tected by transfer of title or by other 
means deemed appropriate by the con-
tracting officer; and 

(3) The loss of useful value for any 
one terminated contract is limited to 
that portion of the acquisition cost 
which bears the same ratio to the total 
acquisition cost as the terminated por-
tion of the contract bears to the entire 
terminated contract and other Govern-
ment contracts for which the special 
tooling, or special machinery and 
equipment was acquired. 

(e) Rental under unexpired leases. 
Rental costs under unexpired leases, 
less the residual value of such leases, 
are generally allowable when shown to 
have been reasonably necessary for the 
performance of the terminated con-
tract, if— 

(1) The amount of rental claimed 
does not exceed the reasonable use 
value of the property leased for the pe-
riod of the contract and such further 
period as may be reasonable; and 

(2) The contractor makes all reason-
able efforts to terminate, assign, set-
tle, or otherwise reduce the cost of 
such lease. 

(f) Alterations of leased property. The 
cost of alterations and reasonable res-
torations required by the lease may be 
allowed when the alterations were nec-
essary for performing the contract. 

(g) Settlement expenses. (1) Settlement 
expenses, including the following, are 
generally allowable: 

(i) Accounting, legal, clerical, and 
similar costs reasonably necessary 
for— 

(A) The preparation and presen-
tation, including supporting data, of 
settlement claims to the contracting 
officer; and 

(B) The termination and settlement 
of subcontracts. 

(ii) Reasonable costs for the storage, 
transportation, protection, and disposi-
tion of property acquired or produced 
for the contract. 

(iii) Indirect costs related to salary 
and wages incurred as settlement ex-
penses in (i) and (ii); normally, such in-
direct costs shall be limited to payroll 
taxes, fringe benefits, occupancy costs, 
and immediate supervision costs. 

(2) If settlement expenses are signifi-
cant, a cost account or work order 
shall be established to separately iden-
tify and accumulate them. 

(h) Subcontractor claims. Subcon-
tractor claims, including the allocable 
portion of the claims common to the 
contract and to other work of the con-
tractor, are generally allowable. An ap-
propriate share of the contractor’s in-
direct expense may be allocated to the 
amount of settlements with sub-
contractors; provided, that the amount 
allocated is reasonably proportionate 
to the relative benefits received and is 
otherwise consistent with 31.201–4 and 
31.203(d). The indirect expense so allo-
cated shall exclude the same and simi-
lar costs claimed directly or indirectly 
as settlement expenses. 

[48 FR 42301, Sept. 19, 1983, as amended at 69 
FR 17767, Apr. 5, 2004]

31.205–43 Trade, business, technical, 
and professional activity costs. 

The following types of costs are al-
lowable: 

(a) Memberships in trade, business, 
technical, and professional organiza-
tions. 

(b) Subscriptions to trade, business, 
professional, or other technical peri-
odicals. 

(c) When the principal purpose of a 
meeting, convention, conference, sym-
posium, or seminar is the dissemina-
tion of trade, business, technical or 
professional information or the stimu-
lation of production or improved pro-
ductivity: 

(1) Costs of organizing, setting up, 
and sponsoring the meetings, conven-
tions, symposia, etc., including rental
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of meeting facilities, transportation, 
subsistence, and incidental costs; 

(2) Costs of attendance by contractor 
employees, including travel costs (see 
31.205–46); and 

(3) Costs of attendance by individuals 
who are not employees of the con-
tractor, provided; 

(i) Such costs are not also reimbursed 
to the individual by the employing 
company or organization, and 

(ii) The individual’s attendance is es-
sential to achieve the purpose of the 
conference, meeting, convention, sym-
posium, etc. 

[48 FR 42301, Sept. 19, 1983, as amended at 53 
FR 27467, July 20, 1988; 60 FR 42660, Aug. 16, 
1995]

31.205–44 Training and education 
costs. 

(a) Allowable costs. Training and edu-
cation costs are allowable to the extent 
indicated below. 

(b) Vocational training. Costs of pre-
paring and maintaining a noncollege 
level program of instruction, including 
but not limited to on-the-job, class-
room, and apprenticeship training, de-
signed to increase the vocational effec-
tiveness of employees, are allowable. 
These costs include (1) salaries or 
wages of trainees (excluding overtime 
compensation), (2) salaries of the direc-
tor of training and staff when the 
training program is conducted by the 
contractor, (3) tuition and fees when 
the training is in an institution not op-
erated by the contractor, and/or (4) 
training materials and textbooks. 

(c) Part-time college level education. Al-
lowable costs of part-time college edu-
cation at an undergraduate or post-
graduate level, including that provided 
at the contractor’s own facilities, are 
limited to— 

(1) Fees and tuition charged by the 
educational institution, or, instead of 
tuition, instructors’ salaries and the 
related share of indirect cost of the 
educational institution, to the extent 
that the sum thereof is not in excess of 
the tuition that would have been paid 
to the participating educational insti-
tution; 

(2) Salaries and related costs of in-
structors who are employees of the 
contractor; and 

(3) Training materials and textbooks; 
and 

(4) Straight-time compensation of 
each employee for time spent attend-
ing classes during working hours not in 
excess of 156 hours per year where cir-
cumstances do not permit the oper-
ation of classes or attendance at class-
es after regular working hours. In un-
usual cases, the period may be ex-
tended (see paragraph (h) below). 

(d) Full-time education. Costs of tui-
tion, fees, training materials and text-
books (but not subsistence, salary, or 
any other emoluments) in connection 
with full-time education, including 
that provided at the contractor’s own 
facilities, at a postgraduate but not un-
dergraduate college level, are allowable 
only when the course or degree pursued 
is related to the field in which the em-
ployee is working or may reasonably be 
expected to work and are limited to a 
total period not to exceed 2 school 
years or the length of the degree pro-
gram, whichever is less, for each em-
ployee so trained. 

(e) Specialized programs. Costs of at-
tendance of up to 16 weeks per em-
ployee per year at specialized programs 
specifically designed to enhance the ef-
fectiveness of managers or to prepare 
employees for such positions are allow-
able. Such costs include enrollment 
fees and related charges and employ-
ees’ salaries, subsistence, training ma-
terials, textbooks, and travel. Costs al-
lowable under this paragraph do not in-
clude costs for courses that are part of 
a degree-oriented curriculum, which 
are only allowable pursuant to para-
graphs (c) and (d) of this subsection. 

(f) Other expenses. Maintenance ex-
pense and normal depreciation or fair 
rental on facilities owned or leased by 
the contractor for training purposes 
are allowable in accordance with 
31.205–17, and 31.205–36. 

(g) Grants. Grants to educational or 
training institutions, including the do-
nation of facilities or other properties, 
scholarships, and fellowships are con-
sidered contributions and are unallow-
able. 

(h) Advance agreements. (1) Training 
and education costs in excess of those 
otherwise allowable under (c) and (d) of 
this subsection, including subsistence, 
salaries, or any other emoluments,
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